




















































































































EXAMINERS’ COMMENTS 

SUMMER 2019 EXAMINATIONS  

 
 

 
 

 

  

Examiners’ Comments 
 

Question No. 2 

(a) & (b) Recalculation of Profit and Redrafting of Statement of Financial Position: 

 In this question, examinees were required to prepare a statement of recalculation of profit and redraft the 

statement of financial position of Alpha Limited. Most of the examinees failed to complete the answer and the 

performance remained unsatisfactory. However, following are the common mistakes committed by majority of the 

examinees: 

  While making adjustment of fraud detection, examinees did not consider the matching principle and they 

ignored the period to which the fraud was related. 

 In the recalculation of Alpha Limited’s profit for the year opening retained earning balance was ignored by most 

of the examinees. 

 Misunderstanding of value of building on which depreciation was to be calculated. 

 Fire loss was occurred on July 01, 2018 but few examinees accounted the value in the year ended 

June 30, 2018. 

  
Question No. 3 

(a) Financial Assets and Financial Liabilities: 

 In this part, examinees were asked to explain ‘financial assets’ and ‘financial liabilities’. Overall, below average 

performance was observed in this part as most of the examinees could not explain these terms and the reason 

might be the lack of interest of examinees in the theoretical part of the syllabus. 

(b) Classification of Assets and Liabilities: 

 In this part, examinees were required to classify the items into ‘financial assets’, ‘financial liabilities’ or ‘none’. 

Majority of the examinees could not reckon the items correctly due to their lack of understanding as a result they 

lost precious marks. 

(c) & (d) Statement of Cash Flows: 

 In these parts of question, examinees were required to explain the ‘limitations of statement of cash flows’ and to  

prepare ‘cash flows from operating activities’. Mostly, examinees performed well in this question, while few could 

not make correct adjustment of working capital. 

 
Question No. 4 

(a) Calculation of Depreciation and Book Value of Asset: 

 In this part, examinees were asked to calculate the depreciation charge and the book value of the asset. This part 

was well attempted by maximum examinees. It was observed that examinees had a clear understanding of this 

topic, therefore, they succeeded to score good marks. 

(b) Conditions for Changing Accounting Policy: 

 This part tested the theoretical knowledge of examinees with respect to IAS-8, “Accounting Policies, Changes in 

Accounting Estimates and Errors” and they were asked to write the conditions for changing the accounting policy. 

Overall, below average performance was observed in this part and almost all of the examinees could not state the 

conditions. It was quite clear that examinees had lack of understanding of conceptual features in this topic. 

(c) Classification of Items into Accounting Policies and Accounting Estimates: 

 This part was based on classification of items into accounting policies and accounting estimates. Majority of the 

examinees performed well in this part and secured good marks.  
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Question No. 5 

(a) Recognition Yardstick for Intangible Assets: 

 This part was based on discussing the recognition yardstick for intangible assets arising from research and 

development work. This part was worst performed by majority of the examinees. The reason observed that there 

was a lack of interest of examinees in the theoretical part of the syllabus, which caused them to lose considerable 

marks. 

(b) IFRS-15, Revenue from Contracts with Customers: 

 This part examined the knowledge of IFRS-15, “Revenue from Contracts with Customers”. Majority of the 

examinees did not calculate the profit on the basis of work certified. However, overall performance remained 

unsatisfactory and only few examinees could perform well in this part. 

 
Question No. 6 

(a) IAS-12, Income Taxes: 

This part was based on application of IAS-12, “Income Taxes”, to calculate the deferred tax liability. Majority of the 

examinees did not make correct calculation of deferred tax liability due to which performance remained below 

average in this requirement. 

(b) & (c) IASB’s Conceptual Framework: 

 These parts required examinees to briefly describe the objectives of general purpose financial reporting, going 

concern and accrual basis as per IASB’s Conceptual Framework. Most of the examinees were found weak in 

theses areas as they could not define the terms accordingly and their performance remained worst.  
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Question No. 2 

Flexible Budgeting: 

This question required examinees to prepare flexible budget for different levels of direct labor hours, so that 

management could make decisions accordingly. Almost all examinees attempted this question and showed good grip 

on this topic. However, following common shortcomings were observed: 

 Few examinees were able to get full marks, showing complete workings.  

 Most of the examinees failed to secure good marks because they did not show complete working while many of 

them did not segregate total variable and total fixed cost, which is an important factor for the management for better 

decision-making.  

 Some examinees failed to understand the question and selected only one level of direct labor hours and prepared 

budget for that level only. They did not adjust with changes in activity.  

 They consumed time in lengthy calculations and inappropriate formatting.  

It is advisable that they should practice more and work on improving the presentation of the solution. 

  
Question No. 3 

Variance Analysis: 

The examinees were required to show their understanding of variance analysis, using contribution margin approach 

and through reverse engineering/ working. Overall performance in this question was not up to the mark, as many 

examinees could not attempt it completely. However, following part-wise mistakes were observed during assessment: 

(a) Actual Sales Units for each product: 

 This part required examinees to calculate actual sales units for each product. Majority of the examinees attempted 

this part correctly. However, some examinees were not able to understand the requirement and got confused how 

to use given data i.e. favorable and unfavorable volume variance, budgeted units sold and contribution margin to 

do reverse calculation. One common mistake committed by the majority examinees was not showing the total 

sales units, which was useful information to secure marks. Although, this part was an easy marks scoring one but 

due to lack of preparation, examinees scored average marks. 

(b) Variance Calculation for each Product: 

 This part was further divided into three sub-parts requiring examinees for three different variance analyses 

discussed separately: 

 (i) Sales Mix Variance: 

  Overall performance in this part was unsatisfactory. Majority examinees failed to calculate the sales mix 

variance for each product individually. The common mistake in this part was that examinees were unable to 

differentiate favorable and unfavorable variances. Most of the examinees failed to apply the formula for 

selecting the correct values and forgot to calculate total sales mix variance and lost worthy marks. Examinees 

were failed to allocate percentage of budgeted units for calculating actual quantity standard mix. 
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 (ii) Sales Quantity Variance: 

  Since the calculation was based on sub-part (i) above. So, majority of the examinees failed to solve this part 

as well. However, common mistakes in this sub-part were:  

 Some examinees forgot to mention whether it was favorable or unfavorable variance or some of them 

assigned it incorrectly.  

 Most of the examinees did not calculate the total sales quantity variance and applied the formula.  

 (iii) Fixed Overhead Spending Variance: 

  This sub-part was attempted by few examinees and those who did were unable to solve it correctly and 

applied lengthy methods and irrelevant calculations. Overall, it was not attempted up to the standard. 

(c) Underlying Reasons of unlikely Results of Total Sales Mix and Quantity Variance: 

 In this part, examinees were required to give reasons for unlikely results of total sales mix and quantity variances. 

Most of the examinees did not attempt this part while others, who attempted were not specific to the topic. They 

gave vague, lengthy and irrelevant answers, which showed lack of understanding and comprehension of 

examinees of the topic. 

The examinees are required to improve their knowledge about variance analysis, using contribution margin approach 

and practice more to calculate missing figures by reverse working and develop understanding of the standard and 

actual quantity mix. 

  
Question No. 4 

Capital Budgeting: 

This question was divided into three parts and most of the examinees attempted this question and secured good marks. 

Examinees showed good understanding of the capital budgeting. However, following were the part-wise common 

mistakes committed by the examinees: 

(a) Decision on Machine Replacement: 

 This part of the question required financial evaluation of two machines. Nevertheless, following shortcomings were 

observed: 

 Some examinees were unable to calculate incremental cash flows while most of the examinees used lengthy 

process/ methods to calculate incremental cash flows of both machines and wasted their time.  

 Most of the examinees showed lack of grip in this part instead using present value (PV) factor for annuity 

method for discounting, they calculated the PVs of each year, using PV interest factor for each year.  

 Some examinees ignored dismantling and removal cost, which leaded them in calculating wrong incremental 

cash out flows.  

 Some examinees confused part (a) with part (b) of the question and considered as if the Machine-R has not 

been purchased which lead them in wrong calculations. 

(b) Selection of Machine-R or Machine-S: 

 This part of the question was well attempted by most of the examinees and they secured good marks. However, 

some of the examinees infused part (a) with part (b) together again for value ascertainment that resulted in wrong 

calculations as to the initial cost of asset. While many of the examinees used wrong tool of equivalent annual cost 

(EAC) to evaluate the projects showing weak understanding of application of appraisal techniques.  
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(c) Net Present Value: 

 This part was well attempted; however, some examinees elaborated it too much and wasted their time by showing 

formulas and further elaborating the formula.  

The examinees showed lack understanding of the requirements. They need to give some time for reading and 

understanding the question before solving it to get to know what actually is required and which technique is to be used. 

   
Question No. 5 

Limiting Factor (Make or Buy): 

(a) Make or Buy Decision of New Part with variation in units from 20,000 units to 15,000 units: 

 In this question, examinees were required to show comparative analysis of two options and advise the 

management which option would be more economical for the company either to buy from outside or make the new 

parts in-house at different required levels. This question had two parts and also a good marks scoring question. 

Majority of the examinees attempted this question and scored above average marks. However, following common 

mistakes were noticed: 

 Most of the examinees were not able to score complete marks due to some common errors.  

 Some examinees did not show complete workings of total cost and per unit cost.  

 Some examinees ignored fixed cost which were to be included as it was a relevant cost, while others did not 

able to calculate the correct variable overheads leading to wrong answer.  

 Some examinees forgot to show comparison between cost of making and cost of buying and lost marginal 

easy scoring marks.  

 At the end of the question, some examinees forgot to give their opinion whether it is economical for the 

company to buy or make new parts.  

The examinees should show complete analysis with each step/ working/ supporting figure to secure good marks. 

 

Question No. 6 

Limiting Factor (Make or Buy): 

In this question, examinees were required to calculate contribution per labor hour for each product and determine 

minimum price of processor which could be acceptable for the company for one time order. This question was not well 

attempted by the examinees and they showed lack of preparation of the subject. This question was further divided into 

two parts. Examinees were able to attempt part (a) and secured marks but they showed lack of understanding and 

preparation in part (b) of the question where they were not able to score marks. 

(a) Contribution per Labor Hour and Ranking of Products: 

 In this part, examinees were required to calculate contribution per labor hour for each of product and rank them 

accordingly. Most of the examinees attempted this part and secured above average marks. Some examinees did 

very basic mistakes in this part either in subtracting variable cost or multiplying contribution margin with required 

labour hours, which led them to miscalculations. 
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(b) Minimum Price of Processor: 

 Part (b) had two sub-parts. Examinees tried to attempt these sub-parts but majority of them were not able to 

calculate correct minimum per unit cost for the additional order of processors. They were even not able to allocate 

hours to each product from the available hours i.e. 8,200 and 12,000. 

 (i) Minimum Price of Processor at 8,200 Hours: 

  In part this sub-part, examinees were not able to allocate required hours for each product. They were also not 

able to calculate variable cost of processor. Almost all the examinees did not calculate the opportunity cost, 

which showed their lack of preparation and understanding of the subject. Examinees wasted their time in 

calculating irrelevant figures which were not required. 

 (ii) Minimum Price of Processor at 12,000 Hours: 

  This sub-part was not attempted by most of the examinees and those who attempted could not get it right. 

Most of the examinees even failed to get average marks in this sub-part of the question. However, following 

were the observations in this sub-part:  

 Examinees were not able to calculate the required hours to meet maximum demand, balance hours and 

how many processors can be produced with those available hours.  

 The examinees did not calculate variable cost not opportunity cost and showed poor understanding of the 

subject.  

 However, examinees who attempted the question allocating hours, subject to ranking, were also awarded 

with considerable marks. 

  
Question No. 7 

Just-in-Time (JIT) Arrangement: 

This proved to be the most poorly attempted question. Majority of the examinees secured below average marks. Only 

bits and pieces of some correct calculations resulted in few marks in this question. Although, this question was divided 

into two parts. Few examinees attempted part (a) while most of them tried attempting part (b). Below is the analysis of 

both parts: 

(a) Improvement in Profit after Tax in First Trading Year after Entering into JIT Arrangement: 

 In this part, examinees were required o calculate the impact of JIT on profit before tax. Most of the examinees left 

this part. However, few of them were able to calculate some figures and shown some workings but could not 

present in a proper way. They were able to show the working of equipment interest cost, depreciation cost and 

original value of annual sales or increase in sales value but were unable to calculate rest of the values and could 

not get to the net profit. Almost no one could calculate: 

  The value of receivables based on sales volume and credit terms 

  Annual interest saving from reduction in receivables 

  Amount of expected penalty 

(b) Additional Benefits RMCL of JIT Arrangement: 

 This part was also an easy scoring question, but examinees failed to score good marks because most of them 

attempted it at very last moment and could not gave much time to this part. Most of the examinees were not able to 

relate it with part (a) of the question to explain additional benefits of JIT arrangement but mentioned general 

benefits. Time constraint could be one factor to hinder examinees in attempting this part appropriately.  
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Question No. 2 

(a) (i) Undertaking: 

  In this part, examinees were required to define undertaking. It was observed that almost every examinee 

attempted this part but majority of them failed to answer accurately and correctly. Most of the examinees 

wrote irrelevant general statement instead to give investment conditions. 

 (ii) Dispose of Undertaking: 

  In this part, examinees were required to take consent of the general meeting in additional of approval of 

board. Overall, an average performance was observed. 

 (iii) Conditions in which a Company is not entitled to Dispose of Undertaking: 

  In this part, examinees were required to provide conditions for dispose of undertaking, which results in or may 

lead to closure of business operation or winding up of the company. Although, nearly all examinees attempted 

this part of the question but majority failed to answer and were not aware about viable alternate business plan. 

(b) (i) & (ii) Mode of Forming Company: 

  This part required examinees to explain the mode of forming company as described under section 14 of the 

Companies Act, 2017. Majority of the examinees attempted and performed well by giving right answer 

according to mode of forming company and forms of companies with respect to liabilities. Few examinees 

were not able to understand and mixed both sub-parts of the question. 

(c) Quorum of General Meeting and Board Meeting: 

 In this part, examinees were required to provide quorum of general meeting and board meeting in the case of 

public listed company, in the case of any other company having share capital and in the case of company not 

having share capital. Overall, average performance was observed in this part. It was also observed that few 

examinees did not know quorum of general meeting and board meeting and wrote that quorum policy is mentioned 

in Article of Association and Memorandum of Association. 

 
Question No. 3 

(a) Order(s) of the Court: 

 Examinees were required to explain the order(s) the Court may pass with respect to winding up of the company 

under section 308 of the Companies Act, 2017 on receipt of the petition under section 304 of the Act. Overall, poor 

performance was observed in this part. It was observed that most of the examinees used irrelevant explanation or 

did guesswork. The question was answered incompletely by many of the examinees, while some were able to 

write only one point as appointment of Provision Manager for paying their liabilities. 

(b) (i) & (ii) Shariah Compliant Companies and Shariah Compliant Securities: 

  In this part, examinees were required to explain who can claim as Shariah complaint company and Shariah 

compliant security. Overall, poor performance was observed in these parts. Most of the examinees wrote 

irrelevant explanation without understating the requirement. 

(c) (i) Responsibility of Chief Financial Officer (CFO): 

  In this part, examinees were asked to explain the responsibility of Chief Financial Officer (CFO) to furnish his 

particular to the company. Overall, poor performance was observed in this sub-part. Majority of the examinees 

wrote irrelevant answers such as, preparation of income statement, balance sheet, statement of cash flow and 

report to Director. Few examinees correctly answered that CFO shall furnish his particulars to the company 

within 10 days of his appointment. However, some of them wrote 7 days and 15 days instead of 10 days. 
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 (ii) Responsibility of Company: 

  In this part, examinees were asked to explain the responsibility of the company. Overall, poor performance 

was also observed in this sub-part. Only few examinees correctly answered that company shall, within 

15 days from of date of appointment, file with the Registrar a return on the specified form. However, few 

examinees wrote 7 days and 10 days instead of 15 days. 

 (iii) Request for Inspection of Register: 

  In this requirement, examinees were asked to explain the information that must be contained in the request for 

inspection of Register. Most of the examinees did not explain the request in the case of individual or in the 

case of company. Only few examinees correctly answered the question. 

  
Question No. 4 

(a) (i) & (ii) Re-Appointment of Independent Director: 

  In these sub-parts, examinees were required to explain the provision for re-appointment of independent 

director in the case of listed company and in the case of a public sector company. Most of the examinees 

attempted these sub-parts and average performance was observed. Few examinees did not explain true 

conditions for re-appointment of independent director in both cases. 

 (iii) Requirement of Independent Directors of Listed Company: 

  In this part, examinees were asked to explain the number of independent directors to be appointed by the 

company in the light of Regulation 6 of the Listed Company (Code of Corporate Governance) Regulations, 

2017. Majority of the examinees did not know the conditions for appointment of independent director. Only few 

examinees were able to explain that company does not comply with the requirement of number of 

independent directors of the regulation 6 of the Listed Company (Code of Corporate Governance) 

Regulations, 2017. And they also wrote correct answers with conditions. 

(b) Facilities to Minority Shareholder: 

 In this part, examinees were asked to explain the facilities which shall be provided to a minority shareholder to 

facilitate him to contest in election of director of the company. Overall, poor performance was observed and 

guesswork answers were noticed, which showed that the examinees were unaware about this topic. 

(c) Procedure for Public Offer of Securities: 

 In this part, examinees were asked to discuss the procedure for public offer of securities other than Government 

securities. It was quite astonishing that most of the examinees did not know about the procedure. However, 

following irrelevant different answers to this part were observed: 

 Procedure is mentioned in the Article of Association or Memorandum of Association. 

 Approval is required in general meeting or board meeting. 

 Advertisement in some newspaper in English and Urdu for securities offer to the public. 

 
Question No. 5 

(a) (i) Procedure to Close the Register: 

  In this sub-part, examinees were asked to explain the procedure required to close the register in the light of 

Rule 25 (power to close the register) of Modaraba Companies and Modaraba Rules, 1981. Overall, average 

performance was observed in this sub-part. 
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 (ii) Time Limit to Close the Register: 

  In this sub-part, examinees were required to provide time limit to close the register in a year and at any one 

time. Only few examinees were able to answer correctly. It was observed that most of the examinees did not 

understand the requirement. Majority wrote 30 days in each year and 7 days at any time instead of 45 days in 

each year and not exceeding 15 days at any one time. 

(b) (i) (ii) & (iii) Non-Banking Finance Companies (NBFC): 

  In these sub-parts of the question, examinees were required to explain the limit of aggregate liabilities 

excluding contingent liabilities and security deposits, liabilities which shall not constitute contingent liabilities 

and requirement with respect to creation of reserve fund. Overall, very poor performance was observed. Only 

few examinees were able to write correct answers and secured partial marks. It was also observed that most 

of the examinees did not have command on Non-Banking Finance Companies (NBFC) and Notified Entities 

Regulation, 2008. 

  
Question No. 6 

(a) Small and Medium Enterprises (SME): 

 Very disappointed performance was observed in this part of the question, which required examinees to define the 

market maker and explain the functions of market maker of Small and Medium Enterprises (SME). Only few 

examinees were able to attempt this part. It was also observed that examines did not know the function of market 

maker and they just wrote irrelevant general explanation. 

(b) Code of Ethics issued by ICMA Pakistan: 

 In this part, examinees were asked to write the importance of code of ethics and explain the code of ethics issued 

by ICMA Pakistan. Majority of the examinees well attempted this part. Few examinees wrote only elements and did 

not define the importance of code of ethic. 

  
Question No. 7 

(a) (i) Use of Logins: 

  Examinees were required to explain the terms of use of Securities and Exchange Commission of Pakistan 

(SECP) e-Services for information security related to ‘Use of logins’ in this sub-part. Majority of the examinees 

well attempted this part but few of them wrote only one to two points properly. 

 (ii) Challan Form: 

  In this sub-part of the question, examinees were asked to describe the procedure to get Challan Form for 

online filing in e-Services. Overall, this was well attempted by most of the examinees. However, few 

examinees did not understand the requirement and gave irrelevant statement. 

(b) Notice of Annual General Meeting (AGM): 

 In this part, examinees were required to draft a notice of Annual General Meeting (AGM) including all ordinary 

businesses as described under section 134(2) of the Companies Act, 2017. Most of the examinees well attempted 

this part. It was also observed that other requirement related to the notes to conduct of shareholders and liability 

for undesired activities of shareholders under section 215 of the Act was not properly written by majority of the 

examinees. 
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Question No. 1 

(a) Consolidated Statement of Profit or Loss and Other Comprehensive Income: 

In this part of the question, examinees were asked to prepare consolidated statement of profit or loss and other 

comprehensive income of a company Parent Limited for the year ended June 30, 2018. Examinees’ performances 

were average in this part. Some of them failed to take 9-month of impact of revenue, cost of sales etc. in the said 

statement since they wrongly took whole year’s amounts. Likewise, a number of examinees failed to work out 

intra-group average monthly sales and intra-group mark-up on cost for 9 months. Instead, they took monthly figure 

in their answer scripts. The value of Non-Controlling Interests (NCI) was also inaccurately calculated without taking 

into account the impact of 9-month period since acquisition by many examinees. It is suggested that examinees 

should consider precisely the period of acquisition while preparing consolidated statement of profit or loss and 

other comprehensive income. 

(b) Consolidated Statement of Financial Position: 

In this part of the question, examinees were required to prepare consolidated statement of financial position of 

Parent Limited. Although, the performances of the examinees were above average, still many of them failed to 

consider the impact of re-valuation of the property at acquisition. Consequently, they also failed to consider the 

impact of re-valued property’s post acquisition depreciation. Further, the majority of the examinees failed to 

accurately work out the value of goodwill due to multiple reasons. Among them, inaccurate calculations of deferred 

consideration and NCI at acquisition were the most common reasons. Similarly, while determining the value of 

NCI, post-acquisition re-valuation of property and/ or impairment of goodwill were missed. In similar way, in the 

calculation of group retained earnings, the amounts of post-acquisition profit of the subsidiary, impairment of 

goodwill, un-realized profits were ignored by many examinees, which resulted in wrong calculation of the group 

retained earnings. 

 
Question No. 2 

Share-based Payment: 

This question required examinees to identify the annual charges to the statement of profit or loss for 10 years as per 

IFRS-2, Share Based Payment. Examinees performed poorly in this question as only a very few examinees were able 

to get good marks. Firstly, many examinees failed to understand the requirement of the question and produced 

un-required details. While determining the amounts of expense charged to profit or loss for the first three years, the 

examinees did not take into account the impact of employees who had left the company or were expected to leave it in 

the first three years. For years 4 to 10, they did not consider the impact of preceding years’ share prices. All of the 

aforesaid common errors contributed to their poor performances. 

 
Question No. 3 

Consolidated Statement of Cash Flows: 

The requirement of this question was to prepare consolidated statement of cash flows as per IAS-7, “Statement of 

Cash Flows”. Many examinees attempted this question successfully showing good professional skills. It was a marks-

scoring question but the majority of the examinees failed to score maximum marks. Following mistakes were observed 

during marking of scripts: 
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 Many examinees failed to accurately workout the ‘gain’ on sale of non-current asset as they could not differentiate 

between the carrying value of the plant that was disposed of and its sale value.   

 While calculating the interest paid, they failed to take impact of finance cost attributable to the discount, hence, 

miscalculated the amount of interest paid.  

 Some of them could not work out the correct amounts of dividend from investment in associate, dividend paid to 

NCI and income tax paid. 

 
Question No. 4 

Basic and Diluted Earnings per Share (EPS): 

It was a very straight-forward question where examinees were just required to work out Basic and Diluted EPS for two 

years. However, many examinees could not wholly attempt this question due to following mistakes committed by them: 

 Many examinees failed to subtract the amount of dividend on 10% cumulative irredeemable preferences shares 

from the profit after tax in order to arrive at the figure of ‘earnings’ that was required for  the calculation of Basic 

EPS. 

 For the calculation of Diluted EPS, a number of examinees were not conversant with the required steps to be 

followed. They did not add up interest on the convertible debt and subtracted the income tax on this interest from 

the amount of ‘earnings’ as calculated before to arrive at the correct figure of ‘earnings’ to be used for calculating 

Diluted EPS. 

 While calculating incremental shares for the year 2018, many examinees could not compute correct number of 

shares. For the year 2017, performance was even worse as the majority of the examinees wrongly took the same 

figure of the incremental shares for the year 2017, which was computed for the year 2018. They should have taken 

75% of year 2018 incremental shares instead since 8% debt was outstanding only for 9 months in year 2017.  

Due to aforesaid reasons, examinees’ performances were not upto the mark. 

 
Question No. 5 

(a) (i) Difference between IFRS and US GAAP: 

  Only a few examinees were able to specifically mention the main difference that US GAAP is rules-based and 

on the other hand IFRS is principles-based. Majority of the examinees could not mention all the differences. 

 (ii) Social Responsibility as Practiced in Pakistan: 

  Examinees responded poorly to this sub-part. Majority of the examinees tried to explain the corporate social 

responsibility in its full. Few examinees merely mentioned the requirements of Securities and Exchange 

Commission of Pakistan (SECP) for corporate social responsibility.  

 (iii) Elements of Management Commentary: 

  This sub-part was attempted well by many examinees. However, some examinees were still confused about 

disclosure requirements of corporate reporting and explained their answers erroneously. 

(b) Exchange Gains/ (Losses) on Carrying Values of (i) Investment and (ii) Loan: 

 Only an average number of examinees were able to score good marks in this question. Rest of the examinees 

committed different mistakes in their answers. Some examinees erroneously divided the exchange rates with 

foreign currency. On the other hand, some other examinees subtracted converted value of Dirham from converted 

value of USD and vice versa. 

 –x–  
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Question No. 1 

(a) Procedures which Engagement Quality Control Reviewer shall Perform: 

In the context of Assurance Engagement other than audits or reviews of historical financial information, examinees 

were asked to explain the procedures which engagement quality control reviewer shall perform in accordance with 

International Standard on Assurance Engagement (ISAE) 3000 (Revised) in this part of question. Examinees were 

required to explain the objective evaluation of the significant judgments made by the engagement team with 

conclusion for formulating assurance report. Almost all the examinees attempted this question but performance 

was not satisfactory as examinees did not focus on the requirement of the question and provided irrelevant details. 

(b) Pre-conditions to be considered before accepting Assurance Engagement: 

In the context of ISAE, examinees were asked to explain, being audit partner of Zohaib & Co., list down the pre-

conditions in accordance with ISAE 3000 (Revised) before accepting Assurance Engagement. Almost all the 

examinees attempted this part but overall performance was unsatisfactory as examinees were unable to provide 

the description regarding suitable roles and responsibilities of appropriate parties, appropriateness of subject 

matter, and suitable criteria in the preparation of subject matter and also ensure that information will be available 

for the intended users, supportive evidences for conclusion etc. Examinees failed to understand the question and a 

variety of issues were observed varying from very basic concept to the application of knowledge to offer practical 

solutions. 

   
Question No. 2 

(a) In the context of ISA 210, “Agreeing the Term of Audit Engagements”, examinees were asked to explain the 

following: 

 (i) Steps to be taken, if the Management or those charged with Governance Impose Limitations on the 

Scope of Audit: 

  This sub-part asked examinees to explain the impact, in accordance with ISA 210, in case the management 

or those charged with governance impose limitations on the scope of auditor’s work, in the said scenario in 

terms of proposed audit engagement the limitation will result in the auditor disclaiming an opinion on the 

financial statements the auditor should not accept such a limited engagement as an audit engagement unless 

required by law or regulation to do so. Almost all the examinees attempted this part of question and, overall, 

performance was found satisfactory. 

 (ii) Factors Appropriate to Revise the Terms of Audit Engagement or to Remind the Entity of Existing 

Terms: 

  This sub-part required examinees to list down the factors which may make appropriate to revise the terms of 

the audit engagement or to remind the entity of existing terms i.e. any indication that the entity 

misunderstands the objective and scope of the audit, recent change in senior management, significant 

change in ownership, change in legal or regulatory requirements etc. Overall response from the examinees 

was good and they provided the reasonable details. 
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(b) ISA 240, “The Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements”: 

 In this part, it was required from the examinees to explain the reasons the risk of detecting a material misstatement 

resulting from management fraud is higher than from employee fraud. This part was conceptual based and overall 

good performance was observed in this part. 

(c) In the context of ISA 240, examinees were required to explain the conditions in which auditor identifies or suspects 

fraud: 

 (i) Circumstances an Auditor will Communicate to Management and those charged with Governance: 

  In this sub-part, examinees were required to explain the circumstances in which auditor will communicate to 

the management and those charged with governance. However, most of the examinees were unable to 

provide necessary details and due to this, result remained on average. 

 (ii) Matters an Auditor shall Communicate with those charged with Governance: 

  This sub-part required examinees to explain the circumstances in which an auditor will communicate to those 

charged with governance. Most of the examinees failed to understand the question and a variety of issues 

were observed varying from very basic concept to the application of knowledge to offer practical solutions. A 

considerable majority was unable to properly define the required term and due to this result remained below 

average. 

(d) Risk Assessment Procedures: 

In the context of ISA 315, “Identifying and Assessing the Risks of Material Misstatement through Understanding 

the Entity and its Environment”, examinees were required to explain the types of risk assessment procedures with 

appropriate examples. However, only few examinees were able to understand the question and provided desired 

details. Although, it was a simple question but some of the examinees had not clear concepts about the aforesaid 

term and discussed inappropriate matters. Due to this, result remained below average. 

  
Question No. 3 

(a) Eight Key Controls of Process Flow relating to Sales Process: 

 This part asked examinees to identify eight key controls of process flow relating to sales process. However, overall 

performance found satisfactory as most of the examinees had adequate knowledge and explained this part of the 

question professionally. 

(b) Requirements for Qualification of the Head of Internal Audit: 

In the context of Regulation 24 (qualification of Internal Auditor) of the Listed Companies (Code of Corporate 

Governance) Regulations, 2017, examinees were required to explain the eligibility criteria for the appointment as 

the head of Internal Auditor. However, average performance was observed in this part as examinees were unable 

to understand the exact requirement and did not perform as was expected. Most of the examinees generally 

discussed the qualification for the appointment head of Internal Audit. 
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Question No. 4 

(a) Course of Action an Auditor should perform, if Management refuses to allow to send a Confirmation 

Request: 

In the context of ISA 505, “External Confirmations”, examinees were required to explain what course of action 

auditor should perform in case when management refuse to allow auditor to send direct confirmation to verify 

certain trade debtor’s balances. Some examinees understood the concept and explained the term. However, an 

average response was observed in this part as some examinees did not provide details to inquire the reasons of 

refusal from management, evaluate the implications of management refusal, perform alternate audit procedures 

etc. 

(b) ISA 520, “Analytical Procedures”: 

In the context of ISA 520, “Analytical Procedures”, examinees were required to explain the designing and 

performing substantive analytical procedures. Most of the examinees understood the question and provided details 

near to the requirements that auditor shall determine the suitability of particular substantive analytical procedures, 

evaluation of the reliability of data etc. However, average performance was observed in this part. 

(c) ISA 550, “ Related Parties”: 

In the context of ISA 550, “Related Parties”, examinees were required to provide the details of records or 

documents which may provide information about the related party relationships and transactions i.e. third party 

confirmations, income tax returns of entity, information provided to regularity authorities, shareholder registers, life 

insurance policies acquired by entity etc. However, below average performance was observed from the 

examinees’ side as most of them attempted but did not provide adequate details. 

(d) Type of Audit Opinion to be Expressed in the Given Scenario: 

Being an audit engagement partner of Elegant Textile, auditor concluded that the use of going concern basis of 

accounting for the preparation of the financial statement is inappropriate so in the context of ISA 570 (Revised), 

examinees were required to explain what type of audit opinion will express in this scenario. Almost all the 

examinees attempted the question and good response was observed. It was required from the examinees to 

mention that the auditor shall express an adverse opinion in said scenario. 

  
Question No. 5 

(a) Responsibilities of Group Engagement Team: 

In the context of ISA 600, “Special Considerations – Audits of Group Financial Statements (Including the Work of 

Component Auditors)”, examinees were required to provide the details in relation to the group’s audit for the audit 

of financial statements i.e. the group engagement team shall determine materiality for the group financial 

statements as a whole when establishing the overall group audit strategy, specific circumstances of the group 

there are particular classes of transactions, account balances or disclosures in the group financial statements for 

which misstatements of lesser amounts than materiality could be expected to influence the economic decisions, 

component materiality concept etc. However, it is observed that most of the examinees did not understand the 

question and overall, poor performance was witnessed as only few examinees were able to provide correct details. 

While majority of the examinees provided irrelevant and self-produced answers. 
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(b) In accordance with ISA 700 (Revised), “Forming an Opinion and Reporting on Financial Statements”, examinees 

were required to explain the following: 

 (i) Particular Jurisdiction for issuing Auditor’s Report: 

  In this sub-part of the question, examinees were required to explain in whose name the auditor’s report will be 

signed and most of the examinees had good understanding and provided relevant information. 

 (ii) Description of Auditor’s Responsibility for the Audit of Financial Statements in Auditor’s Report: 

  The sub-part required examinees to provide the details regarding description of the auditor’s responsibility in 

auditor’s report. Examinees performed average in this part and did not provide upto the mark reply as was 

expected. 

(c) Circumstances for expressing Qualified Opinion, Adverse Opinion and Disclaim an Opinion by an Auditor: 

In the light of ISA 705 (Revised), “Modifications to the Opinion in the Independent Auditor’s Report”, examinees 

were required to explain the the circumstances when auditor should express Qualified Opinion, Adverse Opinion 

and Disclaim an Opinion. In this part of the question, response of most of the examinees was considerably 

acceptable and they provided the necessary details. 

(d) Procedures to be performed in accordance with ISA 720: 

In the context of ISA 720, “The Auditor’s Responsibilities Relating to Other Information in Documents Containing 

Audited Financial Statements”, examinees were asked to explain the procedures that will be performed, if the other 

information is altered correctly, if the other information is not corrected after communicating with those charged 

with the governance, and to take appropriate action considering the auditor’s legal rights and obligation. Most of 

the examinees did not understand the requirement and did not provide the reply as was expected and, hence, 

performance of examinees was average.  

  
Question No. 6 

(a) Particulars to be included in the Cost Auditor’s Report to the Directors of the Company: 

 In this part, examinees were required to list down the particulars, relating to raw material, wages and salaries, 

stores and spare parts, which are required to be included in the Cost Auditor’s Report i.e. in case of raw material, 

relevant costs to be included both in terms of quantity and value reflecting the actual consumption against the 

standard. In wages and salaries, total and per unit cost of wages and salaries paid to employees, directors and 

chief executive. Lastly in stores and spares, expenditure per unit of out on stores, comments on the system of 

stores accounting for recording receipts, issues and balances both in quantities and values etc. Overall 

performance of almost all the examinees was considerably satisfactory justifying the requirements of the question. 

(b) Substantive Audit Procedures required to be performed to test Factory Overheads: 

 This part required examinees to describe substantive audit procedures to be adopted to test the Factory 

Overheads as per the Companies (Audit of Cost Accounts) Rules, 1998. Most of the examinees attempted this 

part; however, performance was below average. Although, the examinees were required to provide details of 

inspecting schedule and basis for applied and actual factory overheads for factory overheads etc. Most of the 

examinees explained the audit program in generalized way but not as specific as required. 

 –x–  
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Question No. 1 

(a) & (b) Treatment of Unexplained Income or Assets: 

 In this question, examinees were required to explain the unexplained income or assets, provisions relating to 

agricultural income and tax treatment under section 111 of the Income Tax Ordinance, 2001. However, poor 

performance was observed as majority of the examinees could not understand the requirement of this question. 

Nevertheless, following shortcomings were observed: 

 Examinees did not fully cover the situations that come under unexplained income, especially from the business 

point of view. Majority of them restricted to answer from individual perspective. 

 Almost all the examinees were not able to explain the agricultural income in the context of unexplained 

income. They explained the tax treatment of agriculture income but failed to answer what should be included in 

unexplained income in case of agriculture receipts. 

 It was also observed that examinees also failed to understand that loan being a capital receipt but when 

transacted in cash it should be treated as deemed income and will be taxed as per the Income Tax 

Ordinance, 2001. 

  
Question No. 2 

Calculation of Taxable Income and Tax Liability: 

In this question, examinees were required to calculate the taxable income under normal tax regime (NTR) and final tax 

regime (FTR) and income tax payable or refundable by/ to Mr. Huang, a Chinese national, for the tax year 2018. Almost 

all the examinees attempted this question and few examinees performed very well but overall average performance 

was observed. However, following mistakes were observed in the calculation of taxable income: 

 Examinees failed to understand that commercial imports should not be a part of normal taxable income rather it 

should be treated in (FTR). 

 Majority of the examinees were not able to understand that value of shares, in case of employee share option 

scheme, should be taken at the time when restriction is removed. 

 Further, majority of the examinees failed to explain the taxability of foreign and domestic receipts of short-term 

resident. 

  
Question No. 3 

(a) & (b) Income Tax Authorities and Jurisdiction of Income Tax Authorities: 

 In this question, examinees were required to list down the income tax authorities and their jurisdiction under 

section 207 and 209 of the Income Tax Ordinance, 2001. As this was a very basic question about structure of tax 

mechanism and their respective jurisdiction but, surprisingly, performance in this question was very poor. It was 

observed that, firstly, examinees failed to identify the income tax authorities and also included provincial authorities 

that was incorrect and, secondly, examinees explained powers of income tax authorities rather than jurisdiction 

that was actual question. 
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Question No. 4 

(a) & (b) Taxation of an Association of Persons (AOP) and Calculation of Taxable Income and Tax Liability: 

 In this question, examinees were asked to elaborate the procedure for taxation of association of persons (AOP) 

and admissibility and inadmissibility of expenses in case of company while calculating taxable income. Majority of 

the examinees could not perform satisfactorily. In most of the cases, examinees gave explanation about the tax 

treatment of AOP share while calculating partner taxable income. Further, examinees were also failed to give 

correct effect of expenses while calculating taxable income of the company, especially, interest paid to branches 

abroad and allocation of Head Office expenses. 

 
Question No. 5 

(a) & (b) Sales Tax Act, 1990: 

In this question, examinees were required to calculate the sales tax liability and outline basic definition under the 

provisions of the Sales Tax Act, 1990. Majority of the examinees performed well in this question. However, few 

examinees committed following mistakes: 

  Inclusion of further tax as part of output tax and apply 90% restriction on that output tax that was conceptually 

incorrect. 

 Failure to identify the time period to become non-active for not filing of withholding tax (WHT) statement and 

sales tax return. As per law, it was two months and examinees gave no time period or gave one month. 

 In few cases, examinees failed to identify that the ‘exempted’ supplies are mentioned in the Sixth Schedule 

and ‘zero rated’ supplies are dealt in the Fifth Schedule. 

 
Question No. 6 

(a) & (b) Manufacture and Sales Tax Mode: 

In this question, examinees were required to define the terms ‘manufacture’ and ‘sales tax mode’ under the Federal 

Excise Act, 2005. Although, this was a very basic question but in most of the cases, examinees failed to attempt. 

Majority of the examinees gave general definition of manufacturing instead to give it in the context of the Act. Further, it 

was also observed that examinees failed to explain the sales tax mode as defined under the Act 

 –x–  
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Question No. 1 

(a) Calculation of Annual Saving after implementing Just-in-Time (JIT) Inventory System: 

 In this part of the question, examinees were required to calculate annual saving that would be achieved with the 

implementation of Just-in-Time (JIT) inventory system. Overall, average performance was observed in this part. 

However, following shortcomings were observed in most of the examinees’ solutions: 

  Distribution of variable cost in JIT was not correct. 

 Annual saving was not shown by using JIT. 

 Changes in variable cost under JIT was not correctly done. 

 Variable cost under traditional and JIT system was not properly shown.  

 Variable cost charged to production unit was not correct. 

(b) Definitions of Techniques of enhancing Long-term Profits of Organizations: 

 In this part, examinees were required to define ‘target costing’, ‘functional analysis’ and ‘value analysis’. Most of 

the examinees did not correctly attempt this part, which showed that theoretical knowledge of examinees is weak, 

which needs to be focused on seriously. 

 
Question No. 2 

Optimum Production Plan: 

In this question, examinees were required to work out the optimum production plan for Dawn Limited, using graphical 

approach. Overall, poor performance was observed in this part. Nevertheless, following common mistakes were 

observed in most of the replies: 

 Contribution of both products was not correctly calculated. 

 Optimal production of the product mix was not calculated. 

 Quantity use for both product was incorrect. 

 Quantity of both material was not calculated as per given ratio. 

 Simultaneous equations were wrongly solved. 

 Output mix of both products was not taken correctly. 

 Incorrect graphical presentation of production line. 

 Data of both products was not plotted properly on graph. 

 Point of optimal production mix was not shown on graph. 

 Maximized profit was not calculated. 

 
Question No. 3 

Decision-Making, using Decision Tree: 

In this question, examinees were asked to advise Nobel Motors Limited with the help of decision tree, which city should 

be selected to sell imported cars in Pakistan. Overall, average performance was observed in this part. However, 

majority of the examinees committed following mistakes: 

 Expected profit under given probability was not correctly calculated. 

 City-wise expected value of profit was not calculated. 

 Value of perfect information was not calculated. 

 Expected value of each city having no information was incorrect. 
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Question No. 4 

(a) & (b) Calculation of contribution generated by City Electronics: 

 In these parts, examinees were required to calculate the contribution generated by City Electronics with or without 

production constraint in Motor Division and contribution generated by Assembly Division. Most of the examinees 

attempted this part but following shortcomings were commonly observed: 

 Marginal cost and contribution was not correctly calculated. 

 Product range was wrongly taken as 250 units and above instead of 0 – 250 units with increment of 50 units. 

 Marginal cost of Assembly Division was not taken in the calculation of marginal cost of the division. 

 Contribution at optimal level of output and price with production constrain was not calculated. 

 Majority of the examinees did not calculate opportunity cost. 

(c) General Rule for Transfer Pricing: 

 In this part of the question, examinees were asked to define the general rule for transfer pricing. However, below 

average performance remained observed in this part as most of the examinees could not define the general rule 

for transfer pricing correctly. 

  
Question No. 5 

(a) Evaluation of Performance, using Economic Value Addition (EVA) Concept: 

 In this part, examinees were asked to evaluate the performance of Faisalabad unit of Al-Farooq Textiles Limited, 

using Economic Value Addition (EVA) concept. Overall, poor performance was observed in this part. While 

following mistakes were generally committed by majority of the examinees: 

  Performance evaluation, using EVA was not correct. 

 Weighted average cost of capital (WACC) was not correctly calculated. 

 Net operating profit after tax (NOPAT) was not correctly calculated. 

 Tax adjustment was wrong. 

 Capital employed was not correctly calculated. 

 Incorrect provision for doubtful debt. 

As a result of the above mistakes (EVA) figure calculated wrongly. 

(b) Achievement of Break-even Level of Economic Value Addition (EVA): 

 In this part, examinees were required to show how the break-even level of EVA can be achieved. Majority of the 

examinees could not attempt this part as well. While, most of the examinees committed following mistakes: 

  Break-even level of EVA was not shown. 

  Percentage of required cost of capital was not correctly calculated. 

 –x–  
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Question No. 1 

Expected Return on Equity (ROE): 

In this question, examinees were required to assess the effect of working capital policy on return on equity (ROE) and 

suggest the appropriate policy based on the calculations. Overall, performance of examinees in this question was 

outstanding and they were accurately able to calculate the ROE for each of three policies. However, it was observed 

that few of them were not able to accurately calculate net income due to wrong calculation of interest expense and 

some examinees calculated return on total assets instead of equity. 

 
Question No. 2 

(a) Estimated Equation for Security Market Line (SML): 

 In this part of the question, examinees were required to estimate the equation for Security Market Line (SML). The 

risk-free rate of return and systematic risk (rM – rRF) are constant part of equation, whereas, unsystematic risk i.e. β 

and required rate of return are variable components of the equation. In order to estimate the SML, risk-free rate of 

return (rRF) and market return (rM) were required. As, rRF was given in the question, so students were first required 

to calculate rM from probability distribution given in question. Most of examinees were able to calculate rM, but they 

were unable to estimate the SML instead they calculated return of each individual stock in portfolio. SML is the 

function of unsystematic risk (β). Required rate of return for any stock can be ascertained by inputting β of that 

particular stock in estimated SML. 

(b) Required Rate of Return for Next Period: 

 This part was linked with part (a) of the question, which required examinees to calculate required rate of return for 

XYZ Investment Funds/ portfolio by applying the concept of SML. Overall, examinees performed well in this part. 

However, following common mistakes were observed in their replies: 

 Some examinees wrongly calculated the co-efficient Beta (β) of XYZ Investment Funds by using simple 

average method instead of weighted average method.  

 Some of them calculated required rate of return for each stock, whereas, they were required to calculate the 

required rate of return for whole investment fund.  

 Few examinees even associated probability distribution of market return (rM) with each stock in investment 

fund, which was independent of any of the stock in investment fund. 

 
Question No. 3 

(a) Per Share Market Price: 

 In this question, examinees were required to apply the theoretical knowledge regarding effect of share purchase on 

its stock price. Share prices reduced after its repurchase, but how much the price declines it depends upon the 

volume of share repurchased. Most of the examinees successfully met the requirement of question. While some of 

them were able to respond with an alternate method i.e. existing market capitalization divided by total number of 

shares after repurchase.  
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(b) (i) Effect on Shareholders’ Equity Account and Number of Shares Outstanding:  

  In this sub-part of the question, effect of 20% small-percentage stock dividend on shareholders’ equity 

account was required to be determined by the examinees. The small-percentage stock dividend does not 

increase or decrease overall stockholders’ equity but changes the composition of stockholders’ equity. 

Majority of the examinees attempted this question correctly. However, it was also noted that concept of some 

examinees was not clear and they wrongly calculated the effect of stock dividend on shareholders’ equity. 

 (ii) Per Share Market Price: 

  The performance of examinees in this sub-part was average as most of them just described the theoretical 

concept and stated that the price of stock should reduce after stock dividend but it was asked to calculate the 

exact price of the stock. It was also observed that some examinees did not have an idea about informational 

or signalling effect and calculated wrong stock price or wrongly stated that there should not be any effect on 

stock price. 

 
Question No. 4 

(a) Minimum Level of Earnings before Interests and Taxes (EBIT):  

 In this part, examinees were expected to apply their knowledge regarding the change in capital structure and its 

effect on profitability. In this connection, revised capital structure was proposed with increased level of debt with 

additional interest charges and examinees were asked to calculate minimum level of EBIT, which a company must 

achieve in order to make the revised capital structure profitable. The performance of examinees was satisfactory 

and they were able to meet the requirement of question. However, it was observed that some examinees wrongly 

calculated interest expense and total number of shares for revised capital structure. 

(b) Decision-Making for Acceptance of Offer: 

 In this part, examinees were required to advise whether the company should accept the new project. Hence, the 

decision regarding acceptance of projects was based on net present value (NPV) of the project. Overall, the 

performance of examinees was up to the mark and most of them were successful in meeting the requirement of 

question. However, some of the examinees were not able to calculate the cost of capital due to wrong 

interpretation of debt-to-equity (D/E) ratio. Moreover, while calculating the present value of project’s cash flow, 

majority of the examinees applied growth rate on project cash inflow, whereas, it was mentioned in the question 

that the given cash flow of Rs.14 million was at the end of the first year. 

  
Question No. 5 

(a) Investment Appraisal with Cost-Volume-Profit (CVP) Analysis: 

Generally, the examinees were not able to perform well in this part while solving the question and only few of them 

were able to successfully answer the question. This question was framed to test the application of knowledge 

regarding capital investment appraisal along with cost-volume-profit (CVP) analysis. Nevertheless, following 

common mistakes were observed: 

 While calculating per unit cost of material, cost of material ‘Zee’ was calculated on the basis of net realisable 

value instead replacement cost. 

 The fixed part of the cost was included in the factory overhead (FOH) i.e. depreciation was to be excluded 

while calculating per unit variable cost of FOH. 

 Some examinees discounted the cash flows of project by applying cost of equity instead of weighted average 

cost of capital (WACC).  

 Redundancy cost saving was to be considered one time only at the start of the first year, but some examinees 

considered it for each year. 
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(b) Viability of Project: 

 This part required examinees to apply their knowledge regarding CVP analysis, which could also save their time in 

attempting the question. The performance of examinees, again, in this part of question was below average and 

they committed same mistakes, which were committed in part (a) of the question. 

  
Question No. 6 

(a) Calculation of Cost of Assets: 

In this part, examinees were required to calculate the cost of assets on the basis of ‘replacement cost value’, 

‘realizable value’ and ‘dividend valuation model’. However, mistakes made by examinees were noted as follows: 

 Majority of the examinees performed very well while calculating realisable cost of assets.  

 However, while calculating replacement cost of assets, many of them were not able to accurately calculate the 

replacement cost of accounts receivable.  

 While calculating the value of assets, using dividend valuation model and few examinees could not accurately 

calculate the growth rate of dividend, however, majority of students performed well. 

(b) Acceptance of Viable Project on the basis of Profitability Index: 

In this part of the question, performance of examinees was outstanding and they were able to identify the project, 

which the company should accept on the basis of profitability index. 

 –x–  
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Question No. 1 

Risk Management and Strategic Planning: 

This question was based on identification of steps to maintain the top position in the market with regard to following: 

(a) Risk Management: 

Examinees were asked to briefly describe the steps of risk management and further describe the way, to be 

followed by the ABC (Pvt.) Limited to maintain its leadership in the market in this part. Most of the examinees had 

correct concept but they merged part (a) and part (b) giving an interchangeable answers, thus failing to secure 

considerable marks pertaining to this part and those who attempted it correctly failed to mention all the steps of 

the risk management. Instead of describing the same, the answers were given directly with regard to ABC (Pvt.) 

Limited. Overall, below average marks were secured by majority examinees in this part. 

(b) Risk Mitigation Strategies: 

 In this part, examinees were asked to briefly describe the steps of risk mitigation strategies to be followed by ABC 

(Pvt.) Limited to maintain its market share. Understanding of the subject matter was reflected in examinees’ 

replies but they confused risk management process flow with risk mitigation techniques. Most of the examinees 

made mistake by directly inferring to the case, instead of briefly defining the steps of risk mitigation. Lack of 

demarcation as to the difference between risk management strategies and risk management process was vividly 

observed during review that formed the reason of marks deduction. 

(c) Strategic Planning and Controlling: 

 In this part, examinees were asked to identify the steps of strategic planning and controlling in the given case. 

Overall, below average performance of examinees was observed in this part. Most of the examinees made 

mistake of inferring the case directly, instead of briefly defining the strategic planning and controlling. Examinee’s 

merged the stages of strategic planning rather than defining steps that they must undertake in order to revisit the 

planning procedures and controls after entrance of new company in the market. Because of entrance of Zanjabeel 

(Pvt.) Limited in the market, ABC (Pvt.) Limited should review its resources, operation, procedures, performance 

of employees and other related stakeholders, whether it was focusing on achieving the common goal and 

objective or not, which examinee’s failed to understand and attempted the question. Thus, obtaining average 

marks in the part. 

 
Question No. 2 

(a) Force Field Analysis: 

 This part was divided into two sub-parts. Although, responses of examinees in this part were satisfactory. 

However, following is the sub-part wise performance: 

 (i) Analysis of Internal and External Forces for Change: 

  This sub-part was very well attempted by majority of the examinees, indicating clear understanding of the 

subject matter as well as the requirements. They were asked to analyze the internal and external forces for 

change in the company. Overall, performance of the examinees in this sub-part was above average. 

 (ii) Causes of Resistance: 

  A well attempted sub-part by the examinees showing good understanding and comprehension of the question 

and identification of causes. They were expected to identify the reasons that would possibly evolve as 

resistance to the prospective changes in the organization and majority of the examinees did it correctly. 
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(b) Supply Chain Model: 

 In this part, examinees were asked to discuss the three main themes of supply chain management as described in 

the ‘Supply Chain Model’. Most of the examinees’ answers were aligned conveying the gist of the model, while 

many of them gave the answers exactly as the model suggested. However, it was also observed that some of the 

examinees failed to attempt the question confusing the concept of value chain primary activities with the model, 

hence, failed to achieve marks with respect to the content required. 

 
Question No. 3 

(a) Environmental Strategies: 

 This part required examinees to discuss the possible environmental strategies that an organization adopts to 

relate closely with its environment. Most of the examinees understood the question in its true spirit and were able 

to answer the question accurately and precisely and, hence, secured good marks. While many of them confused 

the question with external environmental forces as well as with corporate social responsibility and sustainability 

that formed the reason for marks deduction in this part. However, overall performance of the examinees was 

satisfactory. 

(b) Management Accountants Roles in Crafting Strategy: 

 Examinees were asked to discuss the roles of Management Accountants with respect to crafting strategy in this 

part of the question. Majority of the examinees misunderstood the question and discussed the various general 

roles of Management Accountants and ultimately secured below average marks. Few of them attempted the part 

as per the requirement but lacked the content of the answer making it a less scoring part for them. 

  
Question No. 4 

Strategy Development and Strategic Options: 

(a) Porter’s Three Generic Strategies Model: 

 Examinees, in this part, were asked to apply the Porter’s Three Generic Strategies Model to maintain and improve 

the profitability of Crown Restaurant (CR) in the capacity of Management Consultant. Most of the examinees were 

able to answer the question as per the requirement but it was observed that the some examinees lacked 

understanding in proper application of the strategy and fitted the same comprehending the scenario. Many of them 

lacked in portraying the variants of cost leadership and focus strategy reflecting exact direction of application of 

strategy. However, examinees maintained the essence of the subject matter scoring average marks in this part. 

(b) Organizational Information System: 

 In this part, examinees were asked that which organizational information system either strategic or operational will 

help the Crown Restaurant (CR) to adopt most appropriate generic strategy. Most of the examinees failed to 

understand the requirements of the question and offered suggestions regarding application of information system 

and implementation level. Many of them generalized the subject matter mentioning the definitions of the levels of 

strategy exhibiting lack of understanding to the question or the content of the answer requested, thus, secured 

below average marks. 
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Question No. 5 

Strategy Development and Strategic Options: 

(a) E-business Strategy: 

 In this part of the question, examinees were supposed to prepare a report and advise the company regarding 

benefits and problems of developing e-business strategy. Most of the examinees attempted the question correctly 

and secured good marks. They conveyed correct gist of the subject matter staying in the jurisdiction of the 

requirement asked from the examinees. Overall, performance of the majority examinees was satisfactory. 

(b) Web 2.0 Technologies: 

 Examinees, in this part, posted a weak understanding of the technologies being questioned. The question was 

simple in formation and directly requiring examinees to bring forward applications of Web 2.0 technologies, which 

examinees failed to answer. Majority of them did not attempt the part and those who attempted were 

inappropriate, resulting in low marks in this part. 

 
Question No. 6 

(a) Directors’ Roles in Changing Dynamics: 

 This part required examinees to describe the roles of Directors in the strategic management of the organization 

that has been changed over the period due to change in business dynamics. Most of the examinees’ answers 

were aligned with the requirement but vague understanding of concept was observed in majority replies. The 

examinees confused the present and changing roles of the Directors. Overall, examinees’ performance with 

respect to this part was remained average. 

(b) Enforceability of Business Ethics in an Organization: 

 Examinees, in this part, were tested with regard to describing the implementation of ‘code of ethics’ in international 

business platform. Most of the examinees were unable to justify the answer. They lacked in understanding the 

fundamentals of ethical principles and enforceability of ethics in an organization. Examinees, those attempted this 

question, could not perform upto the mark, resulting in below average marks. 
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